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. As can be seen from Table 48^ the drastic fall in sisal exports has been made 
up for hy increased exports of other products such as cashew nuts, cloves and 
tobacco. Exports of petroleum products from imported crude oil have also 
increased encouragingly. This trend, however, will chaoge when Zambia has its 
own petroleum refineries. The fact remains that Tanzania, in common with 
other developing countries, is in difficult situation in the field of foreign trade; 
while prices of manufactured goods and particularly those of capital goods, are 
steadily increasing, prices for exported agricultural products al-e on a downward 
trend. I: is this deterioration in terms of trade which is at the root of the un^ 
favoura[)le trade balance of the last few- years. 

The unfavourable export situation has had its effect on the' balance of 
paymeijts, as can be seen from Table 49. Since 1968 the trade balance has 
constaritly been negative, and ii/ spite of the improvement of the balance on 
services and of the balance on. transfer, which havo been both favoiirable, the 
balance ! on current account has deteriorated. While it showed a surplus' of 226 
million shillings in 1964, in 1971 it showed a deficit of 572 million. The fol- 
low.ing year it improved slightly but the ^leficit was still sizable, amounting 
to 374 million shillings, y^p shall see later on how this deficit was covered by 
net entry of capital from external sources, and what its effect was on the 
reserves of foreign exchange <iS the country. ^ _ r 

To round off this brief examination of development in recent years, the 
following conclusions may be drawn: 

1. Although the ambitious targets of the first and second five-year plans have 
not J)een entirely achieved/growth of the economy has been relatively high, 
averaging, in real terms, a rate of 5.5 per cent from 1964 to 1969 and of 
5.1 per cent from i960 to 1972. 

2. This growth however has called for a high level of investment, and the share 
of monetary GDP (at factor costs) devoted to fixed capital formation has 
been ctfi the increase, going up from 13.8 per cent in 1964 to 34.8 per cent 
in 1971 and 30.1 per cent in 1972/ 

3. ' There has been a steady increase in the part played by the state in the sector 

of capital formation. At\present, either directly^^^fj^Wdirectly, through the 
parastatal enterprises, it is responsible^foir nearly three-fourths of the amount 

of investment made. * . . . 

4. The increase in the amount of investment has caused a rapid increase in 
iinports of capital goods. However, exports have not increased at the same 

* rate, principally because of the fall in prices on world markets, and as a 
result the trade balance is largely in deficit. 

5. Consequently, Tanzania's growth is conditioned by the situation of foreign 
trade and particularly by the trend of prices of exported primary products. 
It is' also conditioned by the level of. foreign aid, since" almost all equipment 
has'to come from abroad. 
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Prospects for economic development^; 
during the present decade 



In order to .project the economic growth* of the country during the present 
decade, our starting-point will be the tiargets set by the seivoQd five-year pls[n, 
c6vering the period 1969-74. Our assumptions wfll, howev^, be slightly less 
ambitious for two main reasons: fifst» because our projecti^j)eriod is. longer, 
it is more-difficult to maint^n a high and steady growth ra^ during this time>. 
and second', because the growth of the economy during the last few years has 
been slower than had beei^>rojected in the plan. ' ' > 

Before embarking upon the economic projections, it i^duld be of interest . 
to examine in somtdetail two important problems which am closely connected 
to the'^futiu'e' gro^ of the economy: financing of fixed-cagital formation and 
trends in the balance of payments. . ^ 



' Financing of capital formation during 
the s^ond five-year plan 

Asiwe^have previously shown, because of the concj^ntration of investment in 

gnomic infra3tructure} which is quite normal at Urc present stage*of develgiH • 
ment of the country, the growth in capital formation h^ been mucli more rapia^ 
than the growth of the economy, and me /^are of monetary GDP devoted to 
.^investment has, steadily increase. The question may thus, be asked whether 
. the financing of investments of such a large size will run into difficulties. 

It is true that during the last y^ars of the first five-year plan/ and nq^bly 
in 1^67 and 1968, the proportion of GDP taken up by investments was already 
A a large one. The situation at the beginning of the second five-year plan may 
therefore appear to be oifly' an upward swing in the trends of the previous 
years. The reason for the high level of investment in the last few years is not 
to be found in any drop in^^ consumption 1)ut rather in the steady widening of 
' the trade-balance deficit as can be seen in Table SO. 

Between 1964 and 1^970, total consumption fluctuated ^but litde arbund 83 
per cent of total GDP. The proportion of private /x>nsumptioft went down 
slightly/ but this fall was more than offset by an increase in public CQnsunq[)tioit 



Table 50. GDP and its appropriation (in million shillings) 
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The percentage of gross capital formation during the same period went up 
from 11.3 per cent to the exceptionally high level of 21.3 per cent. However, 
this high percentage was achieved only at the cost of a large deflcif^ the trade 
balance.^ In reality, in 1970, gross national savings covered only 78.6 per cent 
of gross capital formation. 

Such a situation, of course, is not abnormal in a country undergoing rapid 
development, and with invcstm^t partly financed through foreign aid. None 
the less, foreign aid, taking mainly the form of loans plus a rapid increase in 
the amount of external debt and the servicing of it (repayment of capital and 
interest) can lead to difficulties. In 1970 for instance, in spite *dt net capital 
.receiptSv amounting to 529 million shillings, fofeign-exchange reserves fell by 
43 million shillings. This fgure related to both 2^anzibar and mainland Tanzania; 
it would have been higher if only mainland Tanzania was taken into account. 

Bearing in mind the major part played by the state in gross fixed-capital 
formation, let us try to look more closely at how the state's capital expenditures 
are financed. According to the second five-year plan, state expenditures for 
investment purposes, including the subsidy to parastatal enterprises and the 
contribution to the local cost of TAZARA, should amount to 3,665 million 
shillings. Table 51 shows the way in which the financing of this amount is 
planned; it also indicates, for comparison purposes, the actual expenditures of 
the period 1964-69." 



Table 51. Financing of government capital expenditures (including the subsidy to parastatal 
enterprises and the contribution to TAZARA (in million shillings) 
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1. As we have previously indicated* in 1964 the trade balance showed a surplus of 280 milion 
shillings, but in 1970 it showed A deficit of 530 million. 



Prospects for eamomicTdevelopmtnt during the present decade 



Government capital expenditures, as provided for under the sec(^nd'plan, arc 
two-and-a-half times higher than what was actually spent during the first plan. 
One of the reasons for this enormous increase is that under the first plan, 
government capital expenditures were almost exclusively related to development 
expenditures by the various ministries. In the meantime, government's respon- 
sibilities have increased, and botli the subsidy to the parastatal enterprises 
and the contribution to the local cost of the TAZARA project will entail a large 
increase in capital expenditures. * ' * ^ 

^ If we now look at the source of funds, we will see that the proportion of 
funds coming from abroad should increase from 39.5 to 43.7 per cent. This 
means that in cash terms these funds must treble. The plan did not explicitly 
give the distribution between loans and graht^, but on the 'basis of past exper- 
ience it may be said that the major portion of it (probably nine-tenths) will 
be in the form of loans. 

For the domestic sources of finance, the planners are counting on an increase 
of government saviflgs from 390 million to 620 million shillings. However, the 
largest increase will be under the head of domestic borrowing, which is mul- 
tiplied by a factor of 2,8, 

To what extent may we expect the plan's rather ambitious forecasts to be 
, fulfilled? Some idea of the answer can be obtained from comparing the planned 
figiu«^s with the actual government capital expenditures in the last few years, 
as ^own in Table 52. 

Table 52, Financing of government capital expenditures dufing the first three years of the 
second plan (in million shillings) 
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During the first three years of implementation of the plan, government 
capital expenditures amounted to 58.8 per centx,of the forecast figure for the 
five years. Although the plan's forecasts are made in real terms, while the 
investments aehicved are expressed in terms at current prices, it may rione the 
less be said that the amount of the government capital expenditures is roughly 
in line with what was projected in the plan. However, the proportion of funds 
from external sources ^as lower Jhan the plan's assumption. In the period 
1969-72 ^they accounted for only J4.1 per cent of total expenditures whereas 
the plan expected them to cover 43.2 per cent. 

Looking again at financing from domestic sources, we see that the contri- 
bution from government savings has been much lower than expected because the 
growth of recurrent expenditure has^bei^n more rapid than that of government 
revenue. According to the plan, government savings should be almost equal 
to the amount of loans from i\t^p?sik]ng system. In fact, government savings 
came to only 180 million shillirtg^and a large proportion of investment ^yas 
financed through loans from the bamctag system which amounted to 745 million 
shillings. In other words, after three years of implementation of the plan the 
amount of loans fronj the banking system was already 18 per cent more than 
what had been projected f9r the five-year period. 

It is obvious therefcjre that the high level of total government capital expen- 
diture has been achieved only at the cost of an increase in public debt. WhaK 
we have in reality is only an upward swing in past trends. In recent years the 
internal and external public debt, has increased very rapidly from 693^illion 
shillings in 1963 to 2,574 million shillings in 1972* ^ ^ 

Movements in the balance bf payments ^during 
the second five-year plan 

Another obstacle which may hamper the increase of investment it the rate set 
in the plan is the situation bt foreign trade, since the greater part of equipment 
. has to come from abroad. 

In 1966, Tanzania's exports stood at 1,878 million shillings. They fell in 
the following years and it was only in 1970 that they more or less climbed 
back to their 1966 level. Since then, the growth of exports has been encour- 
aging, and it is quite possible that the target set in the plan will be achieved. 

Tanzania's exports consist of seven main products: cashew nuts, cloves, 
coffee, col^n, diamonds, petroleum products and sisal, which accounted for 
about 77^pdf cent of total exports in 1972. The price trends of fhese products 
on the world market wiir consequently have a major influence on the level 
of future export earnings. 

The future for two of these products appears to be a poor one. Sisal has 
fallen in price in the last few years. At present, the situation is improving, but, 
acco^ing to the plan, it is expected that production will fall off. It is further 
expected iq^e plan that the production of diamonds will decline. Exports of 
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these two products will therefore decline even if prices arc stabilized at their 
present level, ' 

Any increase in exports will thus be dependent on^hc other five products. 
In 1972 export of cotton "has improved owing to the rise in prices caused by a 
decline in world production. However, this favourable trend is being reversed. 
It is difficult to know what may be the long-term prospects, although the probable 
increase in prices of synthetic textiles, resulting from the oil situation, may 
improve the cotton export situation. ^ 

So far as coffee is concerned, the latest international agreement has given 
Tanzania a quota of 41,000 metric tons a year. Annual coffee production, 
by the end of the plan, wifl probably stand at 67,000 metric tgns, and con- 
sequently one-third of coffee tx^^oKi^ will have be made outside the quota. 
Prospects on the world market have been good in the last few years and the 
difference between the price / of~c6ncr^^d outside the quota, and the price 
for coffee sold under the quokl, has narrowed. At the same time, prices have 
been rising. It does not look as though this situation will continue, however. 

Prospects 'have also been good for cashew nuts and for cloves. In general, 
it may be said that the situation of agricultural exports of Tanzania has consider- 
ably improved at the beginning of the decade as compared to what it was at 
the end of the preceding one. 

Production of petroleum products has increased rapidly in the recent past 
and it has been possible to export part of this production since 1967. At piresent, 
however^ production is based on the importation of crude oil, and the effect 

^ of any mere ase in the exports of petroleum products on the trade balancp is 
marginally or completely offset by the need to import an equivalent quantity 
of the raw product. In addition, petroleum products are mainly exported to 
Zambia, which i^ now building it^own petroleum refinery. It may thus ^e expect* 

' ed that exports will decline in the future. 

When* we comdf to examine imports (see Table 53), a distinction ha$ to be 
made between consumer goods, capital goods and raw materials. It was stip- 
ulated in the plan that imports of consumer goods should be stabilized at 750 
million shillings. In fact, from 1966 to 1969 imports of consumer goods tended 
to decrease; they then became stabilized, but in^eased sharoly after a period 
for reasons we have already discussed. ^ 

^ Table 53. Imports of consumer goods and monetary GDP (in million shillings) - 
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^ 

Disregarding 1972, which appears to be an exceptional year, the proportion 
of imports of consumer goods, in monetary GDP has regularly diminished. 
This relative decrease of imports of cons^nler goods was due to the expansion 
of domestic industry during the years of the first plan which made it possible 
to replace by local production, to a certain extent, products hitherto imported. 
There was a particularly large fall in imports of clothing, footwear and fur- 
nishings (see Tftble 54). 

Tablb 54. Percentage share of private coiuumption expenditure met out of imports > 
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SOU«Cf United Republic of Tanxanie. Sattonal accounts^ 1964-1970, op, dt 



If this ti;end in the gradual substitution of imported consume/ goods by local 
products continues, the target set by the plan may be achiev^. However, the 
situation is quite different concerning the import of capipl goods and inter- 
mediate products. The data of the last few years show that the projections made 
in the plan were rather optimistict. The accelerated capitaf formation at the 
beginning of the second five-year plan has caused an increase in imports of 
capital .goods and intermediate goods at ••a rate much higher than what wa^ 



expected by the plan (Table 55), - • 

\ 




Tablb 55, Actual and projected amounts of imports (in million shillings) 


CapiUl loodf aad 
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1969 1 068 1 1^1 -113 


1 710 1 931 -221 


1970 1 592 1 324 +268 


2 274 2 074 + 200 


1971 2 035 1 484 +551 
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1972 2 049 1 645 +404 


2 929 2 395 + 534 


1, The figures have been adjusted to take into account the that the phm refers to the fiscal year instead orthe 


calendar year. 
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if in I ^^69 the amount of imports of capital gcxxls and of intcrmcdiutc 
products was below the estimate given in the plan, it grew very rapidly during 
the following year. As a result, total imports were much higher than the figures 
projected in the plan. In J972 they reached 2,929 million shillings, i,c, 22.3 
per cent more than the plan forecast. From the trends of exports and imports 
observed during the last few years, it may be concluded that if gross capital 
formation is to take place at the rate laid down in the plan, the deficit of the 
trade ^ iiance will tend to increase, and will be much higher than that estimated 
by the planners. To give a more complete picture let us try to compare the 
actual results of the 'balance of payments with the figure projected by the 
second five-year plan. This is done in Table 56,' which gives both the actual 
figures for the 1967/72 period and the projections made by the plan. 

When the second plan was being drawn up the final data concerning the 1968 
balance of payments were not yet available. The projections were therefore 
based on figures for 1967 and for previous years. But in 1968 itself there were 
some important changes in the trends. The trade balance, which up to then had 
been m surplus, began to show a deficit. On the other hand, the balance on 
services was favourable for the first time, thanks to the increasing traffic to and 
from Zambia, and to the expansion of the tourist trade. These changes in the 
trends were not temporary, as can be seen from the figures* in Table 56. 

Even if we take* into account the encouraging trends of the balance on ser- 
vices which, instead of the deficit foreseen in the plan, showed an increase in 
surplus of 21 iflillion shillings in 1968 and 309 liSillion shillings in 1972, the 
fact remains that the deficit of the balance on current account is widening 
because of a growth in im]X)rts much more rapid than that of exports. This 
deGcit bf the balance on the current account created difficult problems in 1970 
when foreign exchange reserves began to run down. The situation improved 
very much c^jring the two following years in spite of a sizable trade-balance 
deficit. However, this was due to a very large inflow of foreign capital which 
amounted to close on 1,600 million shillings, both in 1971 and in 1972. It 
is also to be noted that in the last few years the outflow of capital and the 
amount of 'errors and omissions' have been abnormally higt^^ This was mainly 
due to the illegal export of private capital and unrecorded imports from neigh- 
bouring countries (especially from Kenya). These unrecorded exports and im- 
ports were facilitated by the free movement of currency between the partners 
of the East African Community. That is why in March 1971 exchange control 
was introduced, and responsibility for import control was transferred to the 
Bank of Tai^^nia, which took positive action to allocate foreign exchange to 
each category of import items u6 a manner consistent with public demand and 
national priorities*;^ 

From the above analysis, it can clearly be seen that the inflow of foreign 
capital plays a very important role in the development of the Tanzanian eco- 
nomy. This inflow of foreign capital has increased at a very high^rate in the 
last few years, as can be seen in Table 57, and has contributed, to a large 
extent^o the high level of capital formation of the country. ^ 
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Ta^xm 5^ B«linc« of paymenti: actual and plann^ Asuros (in million ihillingi) 
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The goveminent has received a large share of thii inflow, particularly with ^ 
respect to the TAZARA project, but the parastatal enterprises have also benefit- 
ed from it a great deal. NeecUeM to s^, success in the impleqientation of the 
plan will largely depend on Tanzania's possibilities of mobilizing large amounts 
of foreign capital. At present^ the quantity of capital aid available to Tanzania 
does not appear to be out of line with the country's requirements. 

Tanzania receives development aid from a largp number of donors, and most 
of tbi^ aid is provided on very favoufable terms. Supplier credits have been 
kept to a ij|inimum. In view cA Tanzania's commitment to development and 
its generally favouriible development performance, itnnay be expected that 
'foreign aid will continue to increase, llie external-debt service burden is cur- 
rently around 8 per cent of the country's /xpcnts and should remain within 
manageable prqx>rtions for the foreseeable future provided that foreign loans 
«eontinue to be made on concessionary terms. 

It is also to be added that Tan^ia will need more aid of a different kind 
Up to now capital aid has been linked to the fvocurement of impwteA equip* 
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*ro§ptets for economic dfVihpmini duHngjhf P^^cnt ^fctidc 

0 



IfTO l»7l ^ .1972 



Pton proiaot^ooa 

1M9/70 I97J/74 



1151 1 989 2 313 1 982 2 467 

-2 274 - 2 726 - 2 929 -1 997 - 2 640 

-105 -105 . -54 -^63 -76 

-528 -842 "670 -78 -249 

593 722 881 332 458 

**406 -518 -576 -369 -550 

187 204 309 ' -37 -92 

89 66 -13 — — 



-232 -572 -374 -115^ ' -341 



679 , 1 599 1 388 — — 

-150 ^741 -477 — — 

529 858 1 111 273 406 

-360 -207 -274 — — 

-83 79 463 158 65 

40 .64 41 — 

^43 143 507 158 65 



ment and materials for large infrastnictural and industrial projects. This type 
of aid wiU continue to be required^ but it is ^peeled that Tanzania wiU require 
a growing proportira of aid for smaller agricultural and rural development 
projects which may have less appeal for foreign donors, but which are never* 
theleu very important for the development of the country. 

Economic growth during the 1970s 

«» 

Bearing in mind the problems we have previously referred to» Le. the financing 
of the considerable amount of investment called for under the seocmd {dan and 
the fdftseeaUe consequences for the balance tA payments, we have assumed, 
in oar pfojectioos, rales d.growth lhat are slightly lo^ than those fixed hi 
the pfam. In spite of this reduction m growth rate^ the eflort required for the 
devdopment of productive investment wQl still be dzaMe, and die fingi^dng 
of the investment involved ifiq;rfiea a high level of nec cqittal inllow donng 
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the whole period. The rate of growth forecast in the second^an is 6.5 per 
cent p^r annum, 7.6 per cent for the monetary sector and 3 per cent for the 
subsistence sector. In our projection for the period 1971-80 ihp overall rate is 
5.7 per cent, i.e. 6.7 per cent for the monetary sector and 2.8 per cent for. the 
. subsistence sector.^ ' 

The detailed assumptions of grojvth rates for the various economic sectors 
are given in Table. 58, which indicates also, for comparison' purj^oses, the- rate 
of growth achieved during the first five-year-plan period, the targets set in the 
second five-year plan and actual growth during the last few years. 

In the agricultural sector we have assiuned a rate of growth lower than tt|at 
fixed in the second plan. As we have spen, in the last few years the terms of 
trade have been jel^tively unfavourable for most of the products conceded. 
At present the prospects for coffee, cashew nuts and cottoa still seem to be 
good, but this may not be the case in the future. . 



Table 58. Achieved and projected growth rates of the various economic sectors 



S«ctor 



Achieved 
during the 
1964-69 
period 



Projected 
in the 
1969-74 
plan 



Achieved 
darina the 
1969-72 
period 



Aasuxned 
in our 
projections 



Agriculture 

Subsistence sector 2.9 3.0 

Monetary sector 3.7 7.2 

Both sectors 3.3 

Mining and quarrying 0.9 

Manufacturing and handicrafts 11.8 

Electricity knd* water supply - . 9.9 
Construction . . 
Subsistence sector - 

Monetary sector ( 10.9 

Both sectors 9.1 ' 

Trade and tourism 7.8 

transport and conununlcations 10.7 - 

Finance, insurance and real estate^ 

Subsistrace sector 2.8 

Monetary; sector 8.1 

Both sectors .4.0 

Administration 4.4 



00 



5.1 
13.6 

io.o 



12.0 
8.0 
9.0 



6.0 
5.0 



3.0 
2.7 



2.9 
-2.6 

6.6 
11.0 



2.9 
8.8 



2.8' 
0.4 



7.8 
4.7 
9.5 



2.3 
9.8 



CO 



2.8 
4.5. 



9.0 
9.5 



2.8 
8.5 



6.0 
9.0 



2.8 
6.0 



All sectors 



5.5 



6.5 



5.0 



5.7 



Subsistence sector 
Monetary s^or 



2.9 
6.7 



3.0 

7.6 



3.2 
5.8 



2.8 
6.7 



fOUKCB Computed from 



da^jjp^ 



ided in: United Republic of Tuuania, The eeonomle survey » 1972^73. 



1. These rates are very much the same as those^ at constant prices, achieved during the first 
five-year-plan period (1964-69) and during the last few years (1969-72). 
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It was estimated in the plan that there J^uld be annual decline in output 
of 2.5 per cent for the mining sector brouse of the foreseable reduction of 
diamond and gold production resulting/^om the gradual working out of the 
mines. However, investigation of the mSi^ ^^^1 iron-ore deposits in the 
extreme south-west of-the country hasnlndicated that the coal i» cokable. It has 
also been estjablished that the vanadium content of the iron ore is probably 
.of more value than the iron itself . In addition, there are plans to expand the 
production of other minerals such as tin, salt, magnesite, black sands and various 
gerfistones. Taking these variou^y^pssibilities into consideration, we have assum- 
ed a chlange in the trend of prodiiction, ^ 

In the indutrial sector (manufacturing, electricity/water sj^ply and building) 
the rates assumed by us are^lso lower. than those iir^e plan.' the main reason 
is that, while- expansion i/the industrial sector ha^^en rapid durmg the first 
five-year-plan' period bemuse the starting level was a rather low onCf this may 
^ not be the case in the/future. In fact, during the last few years, the growth of 
this sector has slowed^down. With a few exceptions, there is a siuplus capacity 
in most new factones. With the expafn^ion of the production of current consump- 
tion goods (brewing, food products, cigarettes, textiles, sawmill production) 

Table 59. Proj^ion of ODV, 1971^ (in million shillings) 







1971 




1980 


Sector /'j • 


Amount . 


Percent^ 


Amount 


Percentage 


Agricultut^ * 


1905 


21.5 






Subsistence sector 


2 442 ^ 


16.8 


Monietary sector 


1589 


18^ 


2 361 


16.3. 


Subtotal , 


3 494 


39.5 


4 803 . 


33.1 


Mininig and quarrying ^ ; 


121 


1.4 


132 


0.9 


Manufacturing and handicrafts 


893 


• 10.1' 


1 940 


f3.4 


Electricity and water supply 


91 


-1.0 


2b6 


1.4 


Construction 










Subsistence sector 


. 67 


0.8 


. 86 


0.6 


Monetary sector 


414 


4.6 ' 


863 


.5.9 


Subtotal 


481 


5.4 


949 - 


^ 6.5 


Trade and tourism . • 


1 170 


13.2 


1 976 


13.6 


Transport and communications 


788 


. 8.9 


1712 


. 11.8 


Finapce» insurance and real ^tat^- 










Subsistence sector 


601 


6.8 


, 770 


5.3 


Monetary sector ■ 


189 


2.1 


319- 


i.2 ' 


SUBTOT^i. ^ 


790 


8.9 


JJ089 


7.5 


Administration 


1 018 ' 


11.6 


1 719 


11.8 


Total ' 


8846 


100.0 


M526 


100.0 


Subsistence sector 


2 573 


29.1 


3298 


22.7 


Monetary sector > 


6 273 


70.9 


11228 


77.3 



souKCE 1971: United Republic of Tanzania, The economic survey. 1972-73. 1980: IlEP projection. 
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the potential local demand will gradually be met, and further increase in pro- 
duction may. turn out to be more difScult. 

Jhe prpblem for Tanzania is that industrial development should be adapted 
to 'the small size of this monetized market, particularly when the tendency is 
for partner states in thejJEast Africau Community to'duplicate industries, father 
than to specialize in order to benefit from the larger^ombined market; 

The ^owth rate for/ the service sector, closely dependent as it, is on the level 
<tf production in industry and agriculture, has also been reduced, in relation 
to the assumptions fdr the industrial and agricul^al ^sectors. On the basis of 
the previous sets of aSsimptions, the growth of cipP may be projected as shown 
in Table 59. ^ 

In spite of the assumed reduction in the growth rates, relative to what has 
been forecast by the plan, the level of investment required is still a high pne. 
It may be estimated that gross capital formation will have to go up from 1,947 
million shillings in 1970 to 3,100 million shillings in 1980. An assessment of 
the allocation of resources is shown in Table 60. 

Table 60. Appropriation of GDP at tfiarkct prices (in tail^ shillings) 



1 «- ^ 




'^1970 




• 1980 


Resource sUocatJott 


Amount . ^ 




Amount 


Perc^ptage 


Public consumption 


1181- n 




2 250 


14.0 


Private consumption 


645? 


^^ffo!5 


11 100 


< * 68.9' 


Gross fixed capital formation 






/Government and local authorities 


531 


5.8 


950 


5.9 


Parastatal enterprises 


640 


7.0 


1200 


7.5 


EAC enterprises 


120 


1.3 '^^ , 


200 


\2 


Private enterprises ^ . 
Subtotal /"^^ *■ 


6S6 


12 


750 


4.7 


1947 


21.3 


3100 


19.3 


Change in inventories ^ 


100 


1.1 






Exports minus imports 


-530 


-5.8 


-350 


-2.2 


Total GDP (at market price) 


9 153 


100.0 


16100 


100.0 



fOXSKCS, 1970: United Republic of Tanzania. National accounts 1964-70, oj). ciL 1980: HBP projections. ; 



After this brief review of past economic growth and of prospects for the 
present decade/ which will help in assessing the ressources available for educa- 
tion, let us now try to see how the future development of education, and thd 
increase in expenditure which it implies, may be financed from public sources. 
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Pliblic revenue ^ 

and edneational expenditures 



»ce again U wdiild be of interest to analyse past trc^ before Jookiiig ^tthe J 
pl^pectsforthetiearfiit^ ^ '^"^^^ Hl^fl 



Government revenue 




Increase in gqvernnt^rtt^^yrec^ in recent years 

Gjovernineni, lecunent revenue has incfiBseiif ;at a very rftud^ rate 
years <7able 61). It went iq> |eom 70^ Ma963/^to 1; 

i^q^ in 1971/72/ ie: at a growth rate of 13 per oedt per annimi^ 

cwfto in prices is taken into account the real^ 

niay be of tbs order ot 10 per ceht 

This mcr^e in revenue is <liie» of course, to econcbiic growth, and to the 
introduction of new taxes (siich jas^ the develc^mt levy in 1966| the transfer 
tax in 1968, and the sales tax in 1969), to uiatases in tax rates an4» Uist but 
not least, t6 iifti^vements in the cdlection of taxes. Thanks to this fi^ dbirt, 
government revenue, as a percentage monetary ODp, increased firom 18.5 
per cent in 1963/64 to 2£t.2 per cent in 1969/70. Since the latter date, however^ 
the jp^orlQ^tage has levelled off . |t is true that the tax burden was already vexy. 
bi^ and If sems difficuU to increase .the fis^ 



DIRECT TAXES 



Ditf^ taxes ccpstitue about o|ie-quarter of total revemie. Income tax, which » 
Applies both to ipersons and to companies, has made up by far the greater part. : 
The developpie^ !of^ this ^x ov^ the period is radier exceptional in cliaracter, 
and the caloUa^pti of ah elasticity coefficient for it in relation, to the growth of 
monetary GDP [would ai^[)ear to be of comparatively little significance.^ 



1. Fot more details, see Table 15 in the Appendix. 
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Tahjb 61. Trends of public revenue, 1963-72 (io miUion shillings) 



RtVCOM 



1963/64 1964/65 I96J/66 1966/67 1967/68- . 1968/69 ^969/70 



1970/71 ^ 1971/72 



T— r 



vSicoipetax ' 
,0tli9,(iirect taxes • 

Subtotal 

Cusionis duties ..^ 
Export duties 
Exclsetaxes 
Sales tax 

Motorvehide tax' 
Other indirect taxes 

SunoTAL 



]mA jrom property 
Sales of goods and services 
Other tevenues 

TorkRBVEp 

■ ' ► V.,- . 

Monetary GDP 



120.4 130.8 153,9 | 158.6 ' 170.0 2{L6 ' 254|7 
20.3 . 21.3 69.6 i 74.2 83.7 87.0 97.3 



140.7 152.1 223.5 



208^ 
18.1 
77.9 



29.1 
91.1 



259.7 
12.3 
100,1 



12.4 2i.0 11.4 



121.8 



^ 25.4 
i 25.1 



35.5 
143.6 

25.5 



368,6 : " 343.9 
53.0 47.4 



27.5 • 
49,8 25.9 



413.5 1 506.8 588.9 660.8 827.1 



329.4 

64.1 
15.9 
155.0 

705.1 

3813 - '3J35 ^ 4154 4 576 ' 4840 5163 
22.7 : 22.4 23.3 , 24.6 



70.6 73.2 107.9 , 92.9 

17.4 27.7 ; 30.6 ' 35.1 • ' 42.2 

18L7 , 2()J.0 ! 180.6 132.9 135.3 

~ .'m 1024.0 1115 ' 



,■ 1 



46.1 
* 235.5 

1 576.9 
5602' 



301.6 396.2 



232.8 . 263.7 '338.6 . 352.0 442.4 5310 



366.8 
54.9 
188.5 
217.4 
44.0 
50.3 



321.4 
44.5 
241.6 



36.0 



111.9 131,9 

50.6 88.2 

•156.3 . 208.5 

1683.1 1 859.2 

■ V 

6071 6624 

•27.7 28.1 



lOUia Uniltd Republic of Ttnzioii, Amf^^ <Ktowit>> 
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From 1962 to 1968, thQ increase in income tax kept in line with Hat of 
GDP and, in percentage terms, amounted to 3.5 per cent of monetary GDP. 
From 1968 onwards, its rate of. growth increased markedly, and revenue from* 
income tax rose to 6 per cent ofiCDP in 1972/ This growth would seem to 
miat due partly to an increase in iitiome, and j^artly to an improvement in the 
Collection of income tax. -<j . 

The two other direct ta*e^re the personal tax affll' the development levy 
introduced in 1966. CollectiOT of these tax^s was combined in 1968. Their 
growth appears to b|e rather irregtilar. * ^ . 

INDIRECT TAXES * ' ' 

The three traditionalTilclirect taxes are custom^ duties, export taxes and excise 
taxes. In 1969 a s^s tax was added. Customs duties have not increased at 
the same Vate as mports. Since 1968 they have tended to decrease.' Tliis is 
mainly due to recent changes in the pattern of imports. For'^vioys reasons, 
^ customs duties are, lower for equipment than for consumen goods/ and as we 
have noted there has been sOme substitution of imported consumer goods by 
local products (notablj^ textiles,, cigarettes, beverages). This tren4 will certainly 
continucvand may lead to a relative reduction of revenue derived from customs 
duties. It is precisely in view of this foreseeable reduction that the government 
decided to introduce a sales tax. ^ » ' 

Export taxes constitute a fairly small part of indirect taws. Since 1968, 
thfcy have also tended to decrease as a result of the fall-off in prices of exports. 
Coffee, cotton and cashew nuts are the three main products subject to export 
tax, and account at present for roughly :90 per cent of the revenue from this 
source.^ The increase in revenue from this tax wiU, therefore, depend on the 
position of the products on the international market, from .the point of view 
both of the quantities exportable, and of prices. A fall in prices could lead 
to change in the rate of taxation. • „ 

The revenue coming from' the excise tax has grown quickly. Its elasticity 
coefficient "^in relation to monetaryGpP has been fairly high since 1965. This 
high elasticity coefficient is in particutar the result of the development of the 
industrial sector" and the gradual replacement of imp6rte4 products by local 
products. It should be noted, however, that a new tax was introduced in 1969, 
after the product concerned has been subjected to either customs duty 'or excise 
tax. In view of this jiew t^x ^d^ of* its direct effects on priilks, it: is unlikely 
that the rate of exisc tax can still be further increased in the future, so that^ 
its elasticity coefficient in relation tp the monetary GDP will no doubjt tena to 
decrease. . ^ ^ . * • K 



1. For more details see^ Table 14 in the Append^^. 
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NON-FISCAL REVENUES 



The non-fiscal revenues include, on the one hand, income iErom government 
property and, on the otiier, certain miscellaneous revenues. Government prop^?ty 
includes the forests and mines, and whUe income from forestry may continue to 
increase iii the future, the san^ may not be true for the mines. It may be' 
expected, in particular, that royalties from diamond mining Will tend to decrease. 

As far as miscellaneous revenues are concerned, these range from sales of 
goods and services to interest and dividends from government as^t^. On the 
^Whble the non-fiscal revenues amounted to a sizable proportion ^ total rvenue. 

Projection of government recurrent revenue 
over the^ present decade < ^' 

On the basis of the trend -of the vario.us forms of gbvernment revenue 
previously analysed, wq have attempted to project^mis revenue into the future. 
We have based our pr^jeotipn on the^govemme^ifeyenue of 1971/72, which is 
the last yeat' for which d[ata on actual revenu^ and expenditures are available. 
For more recent years only^budget estimat^/tan be obtained. 

For the direct ta(!Kes we have adopted/an elasti^ty co6fi5cient, in relation to 
monetary GDP, of 1.4 per cent for ^e income tax and per cent for the 
other direct taxes. / / J . ^ ^ 

With regard to indirect tax£s, it^'has been assumed that customs duties will 
increase at a slightly lower rate tb^ exports because of the chaifge in the pattern 
^of imports (fewer consumer goods and mote capital goo^s and rair materials). 
The same assumption has been made for expQ]:t tax because of the price trends 
on the world market for^e three main products subjected to this export tax. 
Let us recall that the/revenue coming from both customs duties and export 
taxes has, tended to deo'ease since 1 96& , 

Tqe excise tax has been assunied to increase at a faster rate than monetary 
GDP, and the s^es tax at the s^e rate. As we have indicated, the sales tiax 
is additiohaLto customs duties and to ibccise tax, and its rate is uniform. 
. On thej>^is of this set of assumD^pi||piblic revenues in 1979/80 have been 
projected'^as shown in Table 62. .ficaSbe expected, the share of .direct taxes 




'will siibstantially iiicrease. In.l979/gjmey will repre^ht one-third of govern- 
mem revenue. 

The annual rate of growth of government revenue, according to the pro- 
ejection just giiyen, is 7.S per cent,^ whilst that of monetary GDP is 6.7 per cent 
and that of total GDP 5.7 f)er c6nt. It has been assumed,;^in other words, that 
the burden of taxation will mcrease in the future. The recurrent revenue of the 
government as a proportion of monetary GD]^ will increase, in fact from 28 
per cent in 1971/72 to-36 per cent in 1979/80. 

■ -.. 116 ; ' ' 
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Table 62. Projfsction'of goVemment recurrent revenue, 1972-80-(ut million shillings) 



Assumed 
rate of 

1971^ growth, 

' — 1971-80 

Amount Pwoeotetv (peraentave) 



Amount 



1979/80 



Peroentnce 



Direct taxes 



Income tax 


396^ 


^ 21.3 


9.5 


818.9 


24.7 


Other 


135.8 ' 


7.3 


8.0 




7.6 


SuarroTAL ^ 


- 532.0 . 


28.6^ 


9T 


1 070.1 




Ibdhtct taxes 


r ■ 










Custom duties 


321.4 


^ 17.3 


5.0 


47^.7 


14.3' 


Export duties 




2.4 


3.0 


56.4 ~ 


1.7 


Bxdae tax ' 


241.6 . 


13.0 - 


8.5— 


— 


IS 


Sates tax 






6.7 


- 367.2 




Odier indirect tales > 

. / 


72.5 


3.»^ 


6.7 " 


121.8 


3.7 


SinrroTAL 


m.6 . 


48.4 




1484.2 


44.8 



Non-fiscal revenue 
Income firom property 

aq(l sales of goods 

and Wkt§ 
MlaceQneous revenue 

Subtotal . * 

Total 



22ai 


11.8 


8.0 


407.4 


12.3 


208.5 


11^ 




. 350.3 


. 10.6 


428.6 


23.0 


tJ 


757.7 


22.9 




100.0 


^ 7.5 


3 312.0 


100.0 













HEP 



Projections of govemicient expenditufres 

Capital expenditure will t>e i^ojected first since it is closely linked to the rate 
of growth of the economy. .The development of recurrent expenditure will then 
be dealt with, • 

Capital expenditure 

The rate of growth ofgpvermnent capital expenditure has been very high in 
recent years. From 1964 to 1971, ^vemment capital expenditures, including 
transfer to parastatal enterprises, have increased fivefold. The distribution of 
e;q)enditures by sector was as shown in Tablets,,' _ - . 

Investment in the economic infrastructure has increased at a very rapid rate. 
By comparison investment in land improvement appears to he rather modest. 
Since 1969, the transfer to paras&tals went up tremendously and at present 
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TABLE 63. Distribution of government expenditure by, sector over the period 1964-71 (in 
million shillings) 



Sector 


1964/65 


1966/67 


1968/69 


: 1969/70 


1970^71 


Fixed capital formation 












Land ifnoroveinent > 


4.0 


6.9 


6.2 


23^ 


27.5 


Re^dential building 


3.0 


7.5 


4.1 


ia7 


21.2 


Nop-resideotial building 


50^ 


44.6 ^ 


53.6 


68.2 


181.0 


PuoUc works 


62.^ 


117.3 


225.2 


- 225.1 


304.7 


Transport " equipment 


10.2 


10.1 


19.6 


12.^ 


23.1 


Other equipjjnent 


11.9 


, 21.2 


20.9 


42.1 


31.8 


SUHTOTAL • 


141.4 


207.6 


329.6 


382.5 


589J 


Capita] transfer 


^> ■ 










Transfer to parastatals 


20.3 


18.5 


40.1 


^147.3 


270.9 


Transfer to local 












liuthority 






20.0 


^.0 


23.8 


Other capital transfers 


21.2 


14.1 


10.0 


8.1 


15.5 


Subtotal ' 


"4l5 


32.6 


70.1 


175.4 


3102 


Other capital experiditures 


21.0 


54.2 


60.5 


52.6.' 


93.5 



Total 203.9 294.4 460.5 ^ 6105 993.0 



United Refmblic of Tanzania* National accoumt, 1964^1970, op. dt. ^ ^ 

■ ' • — '■ — ' ■ ' : 

accounts for more th^ one-fourth of gpvemment capital expenditure. Details 
as to tlu|finaiicing ait shown in Table 64 ovefteaf. _ , 

The nsancing pattens of public capital expenditure has chaiiged to tx large 
extent during the 1964-70 period. In general, the proportion of domestic sources 
has" tended to increase. In these domestic jources, howeVer, the share of 
public saving has decreased regularly from 29.6 per cent in 1964/65 to only 
3.1 per cent in 1970/71. In the same way, estemal grants decreased from 19.5 
per cent 10 2.2 per cent over the same period. In fact, the financing require- 
ment created by heavy development spending has been met^either by Iqpg- 
term borrowing (both domestic and external) or by short-term borrowing. In 
1970/71, for instance, out of the 320 million ^shillings put under the heading 
'otiier dcHnestic sources', 228 million in reality consisted of short-term bor- 
rowing provided by the central bank tiy way of direct advances or treasury- 
bill holdings. The important role played by domestic and foreign loans haS/ 
led to a rapid increase in the national ddbt (see Table 65). 

The annual rate of increase from 1966 to .1^72 wa8|^8.3 per pent. It 
is obvious that such a rate of increase -cannot be maintamed in the future, 
because of tHe growing burden of th^ national debt. The. servicing of that debt 
has already absorbed a large and increasing share ot public revenue, as is shown 
in Table 66. • * 
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Table. 64. Finandgg of public capita] expeoditures, 1964^71 



Amount 

•BO pvremais aiMfioiroan 










fOTO/Tf /"^ 


Abaolute amounts 












(in miilion shiUings) 












Public saying 


60.4 


s AlT 


83.9 


50.2 


/ 30.8 


Domeatic borrowing ^ 


16.3- , 


78.7 




, 230.1k 


323.0 


-Other domestic sources^ 


48.6 


4d.3 


^^^21 .4 


207.7 ^ 


3I9.0 


External loans 


59.1 - 


116.4 . 


122,7 


121.5 


317.4 > 


External grants 


19.5 


10.9 


ai 


04 


* 12 


Total 


203.9 




4605 


/ 6105 


993.0 


Pgreeniufp distribution 












DonMitic souras ' 






«. ^ 




■ 3,1 ite:-"? 


Public sayfaoili^ 


29.6 


14.3 


18.2 


/ 8.2 


Domestic biktowiug 


8.0 


26.7 


28.8 


37.8 • 


32J5 ,^ 


Other dbmeatic sonices^ ' 


23.8 


« 15.8 


26.4 


34.0 . 


32.2 ; / 


Totia 


61.4 


56.8 


73,4 


Iot . 




External souroes , 














29.0 


39.5 - 


26.6 


19.9 


3Z0' 5l 


External grants 


. 9.6 


3.7 . 




01 




. Total 


100.0 


loao 


100.0 


. 100.0 


lOOO : 



1. Mainly ilKxVtonii boiTOWiss., . . ' 




) < ' ■ 


■ ' ■■ ^ ■ 
Tabls 65. Trends in the national debt, 1966*72 On million shillings) 






Mt 1966 I9ff7 tM . 1969 


1970 


|97t 




Internal d&bt 261.6 335.9 455.5 JjF 588.6 
External debt 679.4 802.9 707.7 ~ 881.7 


819.9 
1 015.8 


1021.0 
1410J^ 


1099.r' 
1 475.2 


Total 941.0 1 138.8 1 163.2 1 470.3 


im7 


2431.9 


2574.3 


macs United R«|MibUc of Tiiiauiia, TV Monomie mhty^ 1971-^72, ,| 


u 

Table 66. Servicing i^of national debt and m»rrett(vTevenue, 


1963-72 (in milUofl shillingi) . 


Scrvldng RerantaU CnKmm (I) >^ 
of iMrtional 'sovttlpmu u a ■ 
Ymt debt ravHUM pcice^y Year 

of oohnm , 
G) 

.(D O) 


Sarviduff 

of nrttnml j 
debt 

• (I) 


Recumut 
lovemmecit 
revenue 

(2) 


Column 0) 
as a 
peracntaeB . 
of oolomn 



1963- M 

1964- ^' 

1965- ^ 

1966- ^ 

1967- ^ 



47.4 
53.4 
70.3 
98.5 
142.3 



705.1 
836.5 
- 944.4 
1024.0 
1 129.5 



6.7 
6.4 

- lA 
9.6 
12.6 



196fr^ 

1969- 70 

1970- 71 

1971- 72 



112.tiii|tf9.8 

176.3 ™576.9 
167.6 1 654.2' 
238.8 1 859.2 



^.9 
11.2 
10.1 
12.8, 



•bimcs United Republic of Tanzania, ApproprtatUm aecptau^. 
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Public rf venue and educational expenditure 

■ . ■ r • 

We have previously tried to estimate the amount of govermnent capital expen- 
diture on the basis of the assumptions made about the potential for economic 
growth during the present decade. The pattern of financing of public invest- 
- ment has two important confluences which must be taken into account in 
" the projection of recurrent expenditure. On the one hand, if public savings 
are to cover one-third of ministries' development expenditures (excluding the 
transfer to parast^tal enterprises)/ recurrent revenue, as previously proj^ted, 
must show a surplus over recurrent expenditures of about 30Q, million shillings. 
Even^n this case, the proportion contributed by loans will continue to be large 
v^^^^Aever the period 1972-80, so that th^natipnal debt will increase still fui^er. A 
corresponding increase in the cost 6t servicing of the national debt 'must there- 
fore be expected. In other words, the need to mobilize public savings, and the 
inc^rease in the cost of debt servicing, will absorb a large part of the revenue. 
Only the remainder will be available for financing govermniQat recurrent ' 
expenditures. 

- ■ 

Recurrent expenditures 

^ TRENDS OF RECURRENT EXPENDITURES INJI^ECENT YEARS 

Expenditures iu-e. classified in Tanzahian appropriation accounts and budgets 
not by fui^ction but by ministry. In Table 67 the various ministries have there- 
fore been regrouped, for the sake of clarity of presentation, in terms of their 
major functions, although it is realized that such a regrouping may to some 
extent be arbitrary in character. » ^ 

*ng the period 1964-72, tot^ recurrent expenditures increased at an annual 
12.6 per cent. The cost of national-d€bt servicing has increased most 
rapidly over the period, namely at a rate of uA per cent per annum. The cor- 
responding proportion ,of the recurrent expenditures has. thus increased from 
6.9 per cent to 13.4 per cent. This 'problem has already been mentioned and 
it has been shown that the financing of government capital expenditure, which 
is effected largely by means of loans, whether doipestic or foreign, has led 
to a rapid increase in the na^onal debt in the past. 

Expenditure on education has also increased very r^idly, at ap average of t^"' 
Yin per cent per annum, and its share of total expenditure has risen from 
.15.4 per cent to 21.0 per cent. If expenditure related to the servicing of the 
isatibnal debji and to pensions is excluded so as to take into account only expen- 
ditures by other ministries, the share taken up^y education is larger, rising 
from 1 7.4 per cent to 24.8 per cent. 

The growth in educational expenditure is matched only by that of social 
- expenditures, Including health. By comparison the growth in expenditure for 
administration and economic services appears to be modest. It is true that for 
economic services^the level of capital expenditure is more significant than' that 
of recurrent expenditiub. ^ • 

120 - , 



Pubiic revenue and educational expenditure 



Projection of recurrent expenditures 

* \ - • 

It seems very unUkely that expenditures can increase in the future at the^same 
rate as in recent years. Public revenue has increased rapidly in the past, thanks 
to improvements,^!' the collection of taxes, increases in the rates of taxation 
and the introduction of certain new taxes. As a result, the burden of taxation 
has increased rapidly, and in 1971/72 government raajnent revenue ahready 

*^ amounted to 28.1 per cent of monetary GDP. It wqiiff^m difficult to increase 
it much further in the future. According to the estiMics previously 'made, 
recurrent revenue will amount to 3,312 million shillings in ^979/80. If it is 
assumed that onerthird,<rf ministries* capital expenditures (excluding the trans- 
fer to the 'parastatal enterprises) will have to be financed by public savings, 
the amount available.for recurrent expenditure will be /,012 million shillings. 
, If the increase 'in the national debt over thp period 1971-80 is t^Ucen into 
account, expenditure on national-debt servicing and on pensions should amount 
to 485 million shillings. As a result, the amount available for expenditures by ^ 
ministries taken together must not exceed 2,530 million shillings. ^ ^ * 

r_ Expenditure on education, as estimated' in the first part of this study* will 
amount to 695 million shillings in 1979/80. For this expenditure to be financ- 
ed, expenditures of the other sectors ot government activity wilfhave to be in 
line with, for example, the projection shown in*Table 68. ' ^ 

It is important to note that the economic-growth projection has bfeen made 
at constant {Mices. The projection of gasn^citrMtfi recurrcm revenue, which is 

Tablb 68. Projection of government recurrent expenditures 



Exponditure 





1971/72 


£Srawth 




■ 1979/SO 


AoMHtnt 




rate 

1971-«0^ 






2^8.8 


13.4 




tW.0 


14.6 


33.-T 


1.9 




45.0 


1.5 


272.5 


15.3 




485.0 


16.1 




14.0 


5.2 


375.3 


12.5 


154.9 


8.7 


5.2 


232.7 


7.7 


136.3 


7.7 


5.2 


204.8 


6.9 


374.4 


21.0 


8.1 


695.6 


23.0 


221.6 


12.4 


7.0 


380.7* 


12i6 


371.3 


20.9 


7.0 


637.9 

r»— 


. 21.2 


1 780.7 


100.0 




3 bl2.0 


100.0 


78.5 






300.0 




1 859.2 




- 7.5 


3312.0 





* National debt and pensions 
National debt 
Pensions ^ 

Subtotal 
Administration ^ ' 

Public order and safety 
Defence 
EdudatioA 

Health and housing 
Economic services 

SuBrroTAt* 
Oovemment savings 

TOTAL- 



SOVRCI 1971-72: United Republic of Tanzania. Appropriation accounts. t979*S0: IIEP projectioa. 



l.'See above, pages 72-74. 
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2?^lv lii''^*^;^ulT'!u°"'''^°^, has therefore also been made at constant 
A* * adi ^^te S*^®" Table should be considered 

' Cfe^^s P^'^xm if '^'^f expenditures is by fa, the highest oITe^i-S.l. per 
*h tsef *^5iture, a balance is to be achieved between revenue and expen- 
Qlr\ e3fP*"*Sratrraf Sectors' of government activity should increase 

M ^ » ***^lv hi k ■ assumed for social services and economic ser- 

Oi'k a fla" -rai ""^C' W this can be i^ade possible only if expen- 
-of «^ ral^!?*^'''^*'°°^ public order and safety, and detence, rise 



An '^^Vfl **'*rrt salari^' """"^ ^cale wju maintainea ai me present levei; 
Of x'^^cre'^'' SlucaH^^^' "^^^^ ^ restricted of course to the %linistry 

blr^tioi**' ■ alone, wouij completely upggt the previously iHicated 



>k i-e- houS'Sf^^y '""^ tl»an that seen in th^^^^ 
^aliy *Irted th in our projection of educational expenditure 

Vvfl salarl** ^ .^^'^ Scale wjU be maintained at the present level; 




t Cbnd 



% The aim of this studpPlaB to (^insider the.problcoia involved iq fii^^ 
;:^i|[if education in Tanzania oyer Ae present d^cadi^ 1^ 
' Gl^j^ in the past shows a quite marke^ tendeocgr io^^ 



m^]^. , . . . - . 

^? played by the gevenunent An effcnt ym-i^^ 
n of the first i^j|n,: to transfer to the local avttl 
primaiy educitton. this effort ^as initiidly 



^^^on of the first i^j^ 
^e Io(»l authoriti^ durfaig tihe first two jgira 



ice the shi^ 

rapidly 



pie local 

cent ctaa expen4itur^;at this leyePlewly c^itrid 
Many, local authoiities, hoWii/er, very 
ill uii^le to ha^ this increase iq theit tt^^ 

: ed; and,, in oartain cases, tiiere wert^i^i^^ |# the p6^$vneii^ oC^i^i^pn' 

sidies 4^ in ld<$8i th^ioiu^^ to;^^S$^^ lii^ 
y j t^^ to piit an end wil^ 

and;to. lind^^ new priori^ gjN^ to^; A 



«^ hit 







■ 'ipsit'lie^ 



#edu(^^ 



mtntil^^^ 

/jsihare jaX^,^m in^^ noiom^^^ 

■l^ew^ 190/70. 

^^Rart^o^^ tte 
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Educational policy and its financial implications in Tanzanfa \ 

h debt. This servicing of the national debt has increased at a rate of 24 per cent 
' per annum over the period 1964/71. 

, In order to analyse the development of revenue in the future, we have attempt* 
' ed, on the basis of the basis of the information currently available, to project 
economic growth over the present decade. Pased on this economic growth, it 
is estimated that public revenues might amount to 3,312 million shillings in 
1979/80, i.e. 30 per cent of theinonetary GDP. This means that some increase 
in the burden of tni^on over the present decade has been assumed. 

](£ the teachers' sala^ scales are maintained at their present levels expenditure 
on education (including not only the expenditure of the Ministry of National 
Education but also that of other ministries engaged in various fonns of training) 
may be estimated at about 700 million shillings, cm the basis o{ the objectives 
fixed by the government Bearing in mind the foreseeable increase in the cost 
of servicing the national debt and the need to achieve a current budget surplus 
so as to cover part *of the financing of government capital expenditure, it is 
clear that the financing of this amount of expenditure on education implies 
that the expenditure of the other sectors of government activity should increase 
at a moderate rate, lower than that seen in the past If the required recurreitf^ 
budget surplus which we have just referred to and the cost of servicing the 
national debt are taken into account, the amount available foi^expenditures on 
all the ministries and extra-ministerial departments would be 2,500 million 
shillings. In other words, the share of expenditure on education would be 28 
per cent as compared to 24.8 per,-c^t4n 1971/72 and onW 17.2 pe? cent in 
1964/65. In.terms of total GDP ai|qi<^r costs, there would ft the same increas- 
ing trend C3.4 per cent in* 1964/65, 4.4 per cent in 1971/72 and 5.5 per cent 
in 1979/80). - . * 

In addition, two apparently fuHdamental problems should^ be emphaiiized 
which could upset the previousljt- described balance between government 
rev^ue and expenditure. - » 

The first is that this balance can be maintained only if the present policy, . 
which consists in restricting enrolments in secondary education to a level coa- 
sistent with manpower needs arid- which results in fact in access to such educa- 
tion becoming increasingly difficult for children who' have completed primary 
education, can be applied. "The transition ratip between primaxy and public 
secondary education (including grade C teacher training), which has already 
decreased from 40.1per cent in 1961 to 16.3 per cenj in 1972, will have to 
decrease further to 6.9 per'1:ent in 1980. How will parents react to this res- 
triction? It would^ appear that in the past this policy has encouraged the devel- 
opment of non-aided private education. Enrolment' in private non-aided secon- 
dary schools, over the period 1965-72, increased from 1,065 to 10,773, i.e. 
from 4.6 per cent to 24.5 per cent of total enrolment Although the data cover 
only a shint period, this trend would appear to be quite significant. 

The second problem is that it has been assumed, in projecting expenditure, 
on ^education, that teachers' salary scales will be kept at their present level. 
Needles^ To say, expenditure on education is very sensidve to teachers' salaries. 
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Conditions 



If it is Assumed that salary scales will increase by 2 per cent per annum, the 
projected amount of expenditure on education in 1979/80 will be increased by 
14 per cent However, in Tanzania, as in other countries, teachers' salary scales 
form an integral part of Civil Service salary scales, so that any increase in 
teachers* salaries will almost automatically have an effect on the salaries of 
other civil servants. As a result, expenditures of all ministries will increase. 
In Older to deal with this increase in expenditure, while' preserving the balance 
bejtween government revenue and expenditure, and satisfying the conditions 
previously mentioned, revenue must increase markedly and amount to 34 per 
cent of the monetary GDP. Such an increase in the burden of taxation would 
seem to be difficult to tolerate, especially if its effects on private consumption 
and price levels are borne in mind. , * 

. .Will it be possible to call on other sources of finance in order to reduce the 
"^H to the government of expenditure on education? Past experience of making 
tiro local authorities responsible for this expenditure can hardly be said to be 
encouragmg. AIs6, as we have previously indicated, the present regionalization 
policy does not really change the picture too much. In spite of that policy 
nearly all expenditure on education by the regional authorities, which are res- 
ponsible for primary and adult education, is met by sujbsidies from central 
government. • 

As far as foreign aid is. concerned, apart from the sizable contribution to . 
development expenditiu'e, this consists essentially of -payments of overseas 
allowances to expatriate tea9hers. The policy of the Tanzania -Government, 
however, is for these expatriate teachers gradually to be replaced, a process 
which win have been compl^tcd^y 1977 in the case of secondary education. 
After this date the cmly foreign i teaching staff remaining will be in higher 
education. In any cas^ this type of aid does not affect government expen4iture, 
since the overseas/allowances are over and above the salary normally paid by 
the Tanzania ^pdvemment, which is the same as the one paid to Tanzanian 
teachers. 

Finally, one last alternative would be to set the present objectives for educa- 
tion at a lower level! This 'is not possible in the case of secoifdary and higher 
education, since enrolments at these levels have already been projected strictly 
on the basis/of manpower needs, which result in access to such education^ 
becoming more and more difficult for primary-school leavers. It is.therefore in 
the case of primary education alone, and consequently of teacher training, that 
such a lowering of objectives would be^possible. It could be done by post- 
poning the date foreseen for the achievement of universal primary edu(patidn, 
which is'at present fixed at 1989. ' * 
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l,v Trend of enrolment in public primaiy education, 1961*73 







1961 




1966 


Standard I - 
Sttandacd n 
Standard m 
•Stiuidard IV 
^Standard V 
Standard VI 
Standard VU 
Standard Vm, 




121 386 
108992 
97 340 
95 391 
19721 
17259 
14649 
11732 


140341 
130976 
122718 
114471 
" 43 610 
36577 
24637 
20348 


154512 
140722 
135022 
131 499 
60721 
52 755 
46816 
18946 


Total 




. 486470 


633678 


740993 


Transition ratio from standard IV to standard V ^)^;; 


^^"21,4 


40.8 


48.0 


■oimci Mlniitry oT NatkuuU Education, EducathnatMoiki^: Ttn yws of Irnkprnd/ntcmt Dar ot Salaam, 197 1» 
iLDd Educotiotiai sMtstIn handbook, pif.et Salaam, 1973. 

— ■ 




Tabu 2. Age distribution of eprofaaent in puolic primary schools*, 1973 



iMi 5 6- . :7 8'.- . .9 ■.: -;;...jo^ ^^^ 

standard I \ ~ 277 1 826 30 583 46 312 ^1^ ^^^ 

Standard n 12 .332 2 800 23 384 38 711 47421^ r *^ 

Standard m — 3 " 45Z 4472 17 357 34 516;;^ 

Standard IV — — . i 178 - 2 899 15 827^=: 

jitandardV . ^ - 26 260 3 06^y 

Staadibd^VI^ ■ . , — , ^ ■■■ . ■ 7 



.^tandardVn ■ ■ — ^ ^ , ' ^ — — ■ — - ; 

Total j 2S* 2163 33 840 74372 111 120 144 7*|^ 

1, IlJiLluilUifl llimlili mid mlimil n^inr implli fnr whom no tirnalritmni li mlliTrln 

2. TMft total phm the^^ IVrtiriiJiaalda te« adl« l^nbova) dlSipn illeliDsr (by J39) fttwi tha eonapoadins total 7: ^^ 
ladkatedin'nible 1.-.-/' ^^v%, • . • ;•' . " ' 

. ■ ■ "m- • . •■ A- ■ ■^r~::\ 

nmux Ifiniaify or NattaMl BdDcatioa ngioiial Mtiti<p^ 
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1968 


1969 


1970 


1971 


1972 


1973 


■ jd 


155 802 


157 986 


172 576 


190091 


208 331 


226 071 




148188 


145,487 


152 234'' 


166590 


182 858 


199119 




V 142 353 


141 389 


141734 


149 305 


161265 


174328 




136449 


137 571 ' 


138458 


138 246 


144439 


153 169 




67417 


, 71 198 


88 634 


102608 


11^1 


133 300 




: 57 579 


61960 . 


68 714 


85167 


101 886 


116 593 




S7 381 


60518 


65 624 


70 502 


88 656 


103 807 




765 169 


776109 


827974 


902609 


1003596 


1 106387 




50.7 


52^ 


644 


74.1 


84.2 


92.5 
















Ate 




iV 


12 


13 


14 


IS 


16 . 


17 


Tout 


>^ 22 002 


11990 


6125 


1529 


277 


43 


8 


216314 


1^36 309 


21 764 


12 575 


4427 


911 


235 


61 


188^942 


39 335 

307211 


34113 
37 612 


22 886 
31 612 


' 9 359 
16 880 


3 832 
7 917 


594 
2 522 


1^ ^ 
535 


167 077 
146 708 


13 651 


28 264 


34 696 


25 539 


13 479 


7 059 


1 740 


127 778 


. * 2 110 


12 236 


lISJ 


29 509 


24 346* 


12183 


4 391 . 


111 634 


387 


2 067 




24 179 


27 435 ^ 


21477 


12 507 


99 466 


144 515 


148 046 


145 694 


111422 


78 197 


44113 


19 404 


' 1057 919« 
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Tabu 3. Promotion » repetition and drop-but rates in pubUc primary education 



Standard 



Group 


I 


II 


III 


IV 


V 


IV 


1971 

Repeaters 
Enrolments 


2 156 
190 091 


1436 
166 590 


1 216 
149 305 


4 279 
138 246 


321 
102 608 


394 
85 267 


1972 

Hepeaters 
Enrolments 


2 429 
208 331 


1 5li 
, 182 858 


1 181 
161265 


' 2 865 
144139 


428 
116 461 


517 
101 886 


1973 

Repeaters 
Enrolments 


2 276 
226 071 


1 286 
199 119 


884 
174 328 


1 34S 
153 169 


428 
133 300 


639 
H6 593 


RATES (PERCENTAGE) 














1971172 
Promotion 
Repetition 
Drop-out 


. 95.4 
1.3 
3.3 


96.1 
0.9 

. 3.0 


94.6 
0.8 
4:6 


83.9 
2.1 
14.0 


98.8 
/ 0.4 
0.8 


99.1 
0.6 
0.3 


1972I7S 
Promotion 
Repetition 
Dropout " 


95.0 
^ 1.1 
19 


94.9 

0.7 
4.4 


94.1 
0.6 
5.3 


^2.2 
0.9 
6.9' 




97.1 
. 0.6 

, 2.3 



IV VII 



4 513 

170 502 

4187 
* 88 656 

•" 4 889 
103 807 



5.9 



5.5 



nuacs Ministry of National Education. 



Table 4. TVenda of enrolment in private primary education, 1969-73 



Uval 


1969 


1970 


1971 


1972 


1973 


Standard I 


23331 


9775 


603^*^ 


4409 


7086 


Standard II 


18 533 


7980 


^^^^^ 


3 563 


5258 


Standard m 


4210 


4053 


^3 317 


2494 


2779 


Standard IV 


3643 


3249 


2 797 


2123 


2132 


Standardly 


1091' 


933 


706 


y 658 ^ 


938 


Standard VI 


1050 


1054 


729 


732 


871 


^Standard VU 


1199 


4150 


^ 711 


727 


'714 


Total 


53057 


28239 




14346 


19778 
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Tabi 1 tmA of cnrotaunt in public md private ucondiry education, 1963-13 



Form I 
Ponnll 
Fonnin 
FomlV. 

» . • 

imnn 

FonaV 
FonnVI 

FonnI 
FomO 
Fomlll 
FonnlV 

SunoTAL 

FonnVI . 

Smal 
Total 





1964 


m 


19(9 


19<9 


4196 


5302 


6371 ' 


' 6989 


'7149 


3933 


)di3. 


6027 


6710 


7086 


2088 


4873 


9122 


6438 


6739 


1603 


3 630 


,4723 


3/03 


, via 


11420 


18818 


22249 


23900 


rim 


Ik 


616 


' 826 


1214 


J410 


463 


' 161 


929 


1226 


T2 




7i 


"2143 


Im 


11 OM 


# 

19897 


23836 


28043 


' 29958 






2 329 


2610 


2511 






728 


2404 1 


IIAQ 






407. 


1867 ' 


^ 1924 






322 


/ 


1485 






3786 


. 7536 


' 8028 






2 


18 


4 49 




< 




,18 








6 


36 


' 64 
















3 792 


.7572 


8092 
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Trends of enrolment \i 




educatiQn 



Am 


Dtotnbtr 

1970 


1971 


1972 


B*tiinjit«d 
numbtr ol 


BnroiBMiit 1973 

of «|JnMt«d 
UUttntM 




14260 


33 320 


72140 


2S3000 


25.5 


Coist >s. 


13 910 


93870 


* 284990 


332000 


0.8 


Dodoma \ 


29170 


64170 


64170 


.341000 


18.8 


Iringa \ 


44150 


21040 


135990 


283000 


48.1 


Kiaoma 1 


18110 


^090 


103990 


244000 


42.^ 


Kilimai\}aro I 


24410 




84860 


166000 


51.1 


Undl ) 




v40iW>> 


123 770 


312000 


39,7 


Mara / 


14130 




159350 


215(100 


74.1 


Mbeya y 


20 750 


43190 


186710 


419000 


44.6 


Morogaro / 


16910 


32480 


164^0 


283 000 


58.2 


Mtwara { 


18 300 


83080 


127790 


195000 


65.5 


Mwanza \ 


37950 


144600 


442180 


488000 


* 90.6 


Ruvuma \ 


24150 


38510 


104800 


146000 


.\ 71.8, 


Shinyanga \ 


20390 


66190 


187110 . 


458000 


40.9 


Singidtf / 


15450 


37060 


119770 


215000 


55.7 


Tiaborm : 


11320 


35460 


104820* 


273000 


38.4 


Tanga 


17150 


47930 
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The lines of development laid down by Tanzania and its 
effort to integrate educational policy with economic and 
social objectives are now well known. In this book the 
authors have attempted to review <his educational policy, to^ 
assess its past implementation and to analyse the trends of 
expenditure and costs. Looking into the future, they have 
tri^ to show all the implications this policy on the 
structure of the educational systemfon financial require- 
ments and on employment. In so doing, they hope to have 
set in a clearer perspective the problems of compatibility 
between educational policy dnd the other economic and 



The authors are both staif members of the International 
Institute for Educational Planning and ia recent years have 
carried out research into educational problems^and policies 
in various countries, parti^larly io Africa. Ta Ngoc Ch&u's 
publications include Demographic Aspects of Educational 
Planning (1969) and he is the principal author ol Population 
Growth and Costs of Education in Developing Countries 
(1972). Frangoise Csdlloift, apart from bdng a contributor 
to this latter volume, is a co-author of a study on the location 
of schools|n Costa Rica (1975). 
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